 
Fact Sheet

California Long-Term Care Tax Credit
Before filing taxes, California caregivers may want to see if they qualify for a new tax break. As part of Governor Davis’ Aging with Dignity Initiative, the California Legislature enacted legislation (AB 2871) to offer a modest $500 state tax credit for long-term care, effective January 1, 2000. Designed to provide some financial relief from the direct costs of long-term care, the tax credit reflects a growing public awareness of the important and difficult work of family caregivers.

Eligibility

To be eligible for the tax credit, the caregiver must have an adjusted gross income for the taxable year of less than $100,000. In addition, the person being cared for (the care recipient) must require substantial assistance or supervision for 180 or more consecutive days, a portion of which must fall within the taxable year. The care recipient’s long-term care needs must be physician certified. The care recipient must be the caregiver’s spouse or the caregiver’s dependent. If the care recipient’s income exceeds the maximum allowable for a dependent, the care recipient may qualify as the caregiver him or herself and receive the tax credit. If the care recipient died during the 180-day certification period in the taxable year, a caregiver can still claim the credit. If caregivers have questions about eligibility, they may contact the California Franchise Tax Board listed under resources at the end of the fact sheet.
Long-term care requirements: A care recipient six years of age or above qualifies if he or she meets one of the following long-term care requirements:


Due to loss of functional capability, a care recipient requires substantial assistance in order to perform at least three defined activities of 
daily living (ADLs), including bathing, eating, 
toileting, dressing, or transferring. 

· Due to cognitive impairment, a care recipient requires substantial supervision to protect him 
or herself from threats to health or safety. The care recipient must also need substantial assistance in order to perform at least one activity 
of daily living.

Physician’s certification: To be eligible for the tax credit, the care recipient must have a physician’s written certification stating the care recipient’s need for at least 180 consecutive days of long-term care. For the taxable year 2000, a physician must have certified the care recipient’s long-term care needs within the 39-½ month period ending on April 16, 2001. For example, if the caregiver is claiming the tax credit for the year 2000, a physician must have signed a certification between Jan. 1, 1998 and April 16, 2001. To be eligible for the 2000 taxable year, a portion of the care recipient’s long-term care needs must have fallen within the year 2000.
Relationship Requirements: To be eligible, the person receiving care must be the caregiver’s spouse 
or the caregiver’s dependent. To qualify as a dependent, the care recipient must meet all of the 
following requirements:

The care recipient must be a relative or relative-in-law (e.g., sister-in-law, step-parent) of the care-giver, and the care recipient must have lived in the caregiver’s home for at least six months of the taxable year. If a care recipient is not a relative or relative in-law of the caregiver, the care recipient must have lived in the caregiver’s home as a dependent for the entire taxable year. If the care recipient has not lived with the caregiver for the entire taxable year (or six months if the care recipient is a relative or relative-in-law), the caregiver must have provided more than half the care recipient’s entire financial support during the taxable year.


The care recipient must be a citizen or resident alien of the United States, or a resident of 
Mexico or Canada (as long as they qualify 
as a dependent).

· The care recipient must have a gross income (excluding Social Security benefits) of less than $7,200 for the taxable year. However, there are additional exceptions if care recipient is over age 65 and/or blind. For each exception, the care recipient may add $850 (if married) or $1,100 (if unmarried) to the annual gross income limitation. For example, if the care recipient is over 65, blind, and married, he or she may add 
$1,700 ($850 for age + $850 for blindness) to the gross income limitation. In this case, the care recipient would qualify as a dependent if he or she earned less than $8,900 ($7,200 + $1,700) in the taxable year.
The caregiver may multiply the tax credit by the number of eligible care recipients. For example, 
if the caregiver is caring for two parents who meet the requirements, he or she may be eligible for a $1,000 credit.
Limitations

The caregiver must submit the full name and Social Security number of the care recipient and the medical license number of the certifying physician. As noted above, the caregiver must have an adjusted gross income of less than $100,000. The tax credit is nonrefundable; it cannot be carried over to future tax years or applied against a prior year’s tax. 


Only one caregiver may claim the tax credit for a care recipient. If more than one person meets the requirements as an eligible caregiver for the same care recipient, each additional caregiver must file a declaration stating that he or she will not claim the credit. The caregiver should send copies of the written declarations along with California Form 3504 when filing their state tax returns. In case of audit, the caregiver should also keep copies for his or her personal files. 


If no declarations are filed, the caregiver with the highest federal modified adjusted gross income will be considered the eligible caregiver.

How to File

The caregiver should fill out Form FTB 3504, Long-Term Care Credit, in addition to his or her California state income tax forms. Instructions for filling out Form 3504 are located on the form itself. To order state tax forms or receive further assistance, the caregiver should contact the California Franchise Tax Board. Forms may also be obtained online. Phone, mail, and web addresses for the California Franchise Tax Board are located at the end of the document. NOTE: The caregiver should not send the physician’s statement with his or her tax forms. The Franchise Tax Board will request the physician’s statement at some date after receiving the caregiver’s state tax forms.

Credits

California Franchise Tax Board. Long-Term Care Credit: Frequently Asked Questions. 
http://www.ftb.ca.gov/long_term_care_credit.htm 
State Form FTB 3504, Long-Term Care Credit.
www.ftb.ca.gov/forms/00_forms/00_3504.pdf
California Legislative Information: www.leginfo.ca.gov/. Select “Bill Information;” search on Assembly Bill No. 2871.
Resources

To order tax forms and booklets:
Tax Forms Request Unit
Franchise Tax Board
PO Box 307


Rancho Cordova, CA 95741-0307

Telephone Assistance: (800) 852-5711 
[Hours: 7 a.m. - 8 p.m. Monday - Friday, 
until 4 p.m. on Saturday]

www.ftb.ca.gov (tax forms may down loaded 
from the FTB web site). Select Form 3504.

Assistance for persons with disabilities:
voice-assisted phone, (800) 735-2922; 
TTY/TDD, (800) 822-6268.
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